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What’s the big deal? 
“Poor costing systems have disastrous consequences.  It is a 
well-known management axiom that what is not measured 
cannot be managed or improved.  Since providers 
misunderstand their costs, they are unable to link cost to 
process improvements or outcomes, preventing them from 
making good decisions….Poor cost measurement [leads] to 
huge cross-subsidies across services…Finally, poor 
measurement of costs and outcomes also means that effective 
and efficient providers go unrewarded.” 
 
 
─ R.S. Kaplan and M.E. Porter, The big idea: how to solve the cost 
crisis in health care. Harvard Business Review; 2011.     
Informing practice and policy decisions 
Align spending with preventable disease burden 
Identify and address inequities in resources 
Improve productivity and efficiency 
Demonstrate value: linking spending to outcomes 
Strengthen fiscal policy: financing mechanisms 
Policy 
Research 
Practice 
What we know, sort of… 
Governmental Expenditures for Public Health Activity, 
USDHHS National Health Expenditure Accounts 
0
1
2
3
4
5
6
19
60
19
63
19
66
19
69
19
72
19
75
19
78
19
81
19
84
19
87
19
90
19
93
19
96
19
99
20
02
20
05
20
08
20
11
Percent of NHE (x100)
Percent of GDP (x1000)
Per capita ($100s nominal)
Per capita ($100s constant)
U.S. Centers for Medicare and Medicaid Services, Office of the Chief Actuary 
What we know, sort of… 
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Federal 
Governmental Expenditures for Public Health Activity, 
USDHHS National Health Expenditure Accounts 
U.S. Centers for Medicare and Medicaid Services, Office of the Chief Actuary 
Understanding cost variation 
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Cost data collection methods 
Prospective “expected cost” methods 
- Vignettes 
- Surveys with staff and/or administrators 
- Delphi group processes 
Concurrent “actual cost” methods (micro-costing) 
- Time studies with staff 
- Activity logs with staff 
- Direct observation 
Retrospective “cost accounting” methods 
- Modeling and decomposition using administrative records 
- Surveys with staff and/or administrators 
 
Examples: Survey methods 
Four dimensions of work: 
 Time 
 Cognitive effort 
 Physical effort 
 Stress 
Additional cost components: 
 Practice expense 
 Malpractice expense 
Examples: Survey methods 
Zarkin GA, Dunlap LJ, Homsi G. The substance abuse services cost analysis program (SASCAP): a 
new method for estimating drug treatment services costs, Evaluation and Program Planning 2004; 
27(1): 35-43,  
Surveys program managers 
Refers to expenditure records (not budgets) 
Explicit allocation of resources across multiple 
programs 
Available at: 
http://www.rti.org/page.cfm?objectid=7E6095C8-
AE6E-4568-874839C81FAD414B  
 
Examples: Medicaid administrative 
claiming 
Public health agencies that claim Medicaid 
reimbursement for outreach and enrollment 
activities 
Requires periodic time studies to document 
agency time and effort devoted to reimbursable 
activities 
 
Key issues: cost of capabilities 
Delineating state vs. local roles and division of effort 
Identifying scale and scope effects 
- By population served 
- By range of programs supported (portfolio effect) 
Identifying input factors that affect costs 
- Resource prices 
- Case mix 
Identifying key output differences across settings 
- Intensity 
- Quality 
- Reach 
 
 
Defining what to cost:  
the public health package 
Washington State’s Foundational Public Health 
Services 
Ohio’s Public Health Futures Committee: 
Minimum Package of Services 
Colorado’s Core Public Health Services 
  
National Workgroup on Foundational Public 
Health Capabilities 
 
 
Defining what to cost:  
 
Washington Public Health 
Improvement Partnership 
Washington’s Cost Estimates (preliminary)  
 
Local per capita:   $24.0       State per capita: $23.6  
Source: Washington Public Health Improvement Partnership.  Foundational Public Health 
Services Preliminary Cost Estimation Model.  2013.  
 
Defining what to cost: Ohio  
 
Ohio’s Cost Estimates (preliminary)  
 
Local per capita:   $32.2 
Source: Patrick Bernet and Ohio Research Association for Public Health Improvement. 
www.raphi.org   
 
Defining what to cost: Colorado  
 
Colorado Core Public Health Services 
Colorado’s Cost Estimates (preliminary) 
 Colorado Local Core Public Health Services, 2012 
Total:         $192.6M 
Per capita:   $37.1  
Source: Lampe et al. Colorado Public Health PBRN Research-in-Progress, 2013 
http://www.publichealthsystems.org/uploads/docs/MonthlyPBRN_WebinarSlides_091913.pdf. 
 
Ongoing work: Public Health Delivery 
and Cost Studies (DACS) 
Set of 11 new studies conducted by PBRNs 
Focus on 1 or more public health services 
Estimate costs and cost variation across multiple 
settings 
Identify factors that drive variation in costs 
Use standardized approaches to cost 
measurement and cost analysis 
 
 
Toward a “rapid-learning system” in public health 
Green SM et al. Ann Intern Med. 2012;157(3):207-210 
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